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Monthly Highlights

Monthly
Economic
Update

The Central Bank provided much
needed support to a quiet month
in the FX market, with increased
intervention (+56%) to support
import orders.

Santos Limited reported a 10%
increase in sales revenue in Q4
compared to the previous quarter.
This performance was largely due
to higher production of crude oil,
condensate, and LNG, which offset
lower average realized prices across
the portfolio.

PNGX saw 1.2 million units of stocks
traded during January, a 76%
increase from the previous month,
ahead of the 2024 full-year reporting
season. However, this performance is
20% lower than the volume traded in
the corresponding period in 2023.

e Entering2025,themajorsentiment
weighing on US businesses will
be the policy implementation
of President Trump's proposed
economic policies - in particular,
tariffs on China and other major
economies, which will have ripple
effects on global financial markets.

e Regional inflation, particularly
for Australia, has been easing
with many commentators citing
possible rate cuts in the Reserve
Bank of Australia's next Board
meeting. This will keep the
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Global coffee prices increased

by 18% during January to start the
year with major producers reporting
a favourable weather conditions

on the horizon with the upcoming
crop yield.

The first T-bills auction for the year
saw a total of K1.83 billion raised in
successful bids, which is a +41.08%
increase from the same period in
2024.

Treasury bills were oversubscribed
in January by K788.45 million
after three consecutive months

of undersubscriptions.

Australian dollar exchange rate
(against the US dollar) within the
mid-60 range.

e Followingthe approval by the PNG
Government to proceed with Pasca
Gas project, business sentiment
will turn to the next cab off the
rank: Papua LNG which seems to
have stalled. A possible start date
look setin Q1/2026.

e January 2025 started off slowly, but
there is some quiet optimism as we
see indicators in domestic markets
show business keeps ticking along.
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PGK FX Market

e The PGK/USD interbank rate was
flat during January. After averaging
a 16 basis point per month
downward movement during the
second half of 2024, the interbank
rate only moved 5 basis points
during the first 2 weeks of January
before staying at 0.2494 for the
rest of the month. There was no
official notice regarding the sudden
slowdown in the rate movement.

e BPNG intervened into the market
with US$100million during
January, a 56% increase from the
previous month (Jan-25: US$64m
vs Dec-24: US$100m). Domestic
FX market activity slowed down
during January, with total market
turnover dropping 5.4% m/m
(Jan-25: PGK5.16b vs Dec-24:
PGK5.45b).

Australian
dollar volatility

The AUD/USD exchange rate has
experienced several bouts of volatility
during January. Much of the positivity
was driven by easing concerns over an
immediate increasein UStradetariffsas
US President Donald Trump indicated
a more measured approach to import
tariffs than his previous rhetoric had
indicated. This was also supported
by softer-than-expected US core
inflation, boosting sentiment and the
Australian dollar.

It was the economic news that weighed
on the AUD/USD at various stages
throughout January. The softer Aussie
CPI monthly data raised expectations
that the RBA may cut interest rates in

PGK/USD flatlines during January
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Figure 1.1 PGK/USD interbank rate, Dec-24 to Jan-25. Source: Bank of PNG, KB Economics.

e The continued BPNG intervention, are still being restricted by
with the depreciating PGK/USD the regulator, with all foreign
interbank rate has led to faster currency still only allocated to
clearance times. Capital Orders “essential orders”.

Soft Australian data keeping AUD/USD low
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Figure 1.2 AUD/USD exchange rate, Jan-25 Source: Bloomberg, KB Economics.

February, driving the AUD/USD lower. wind back their pricing for Fed rate cuts
This also coincided with solid US in 2025, pushing the US dollar index to
employment data which saw traders atwo-year high.
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Australian
dollar volatility
cont.

The flat lining PGK/USD at 0.2494
and the Aussie dollar “settling” below
US$0.6300 meant a PGK/USD cross-
rate trending well above 0.3800 during
the month. The current levels for the
AUD/USD at 0.6250 are slightly below
the medium-term average of 0.6500,
which is where it could land on a
monthly average basis during the first
half of this year.

PNG Equities

NGP Agmark Limited

Santos Limited

Steamship Trading Company
Kina Securities Limited

Kina Asset Management Limited
Credit Corporation

BSP Financial Group Limited

-25%

Figure 2.1 PNGX Stock Market Monthly Price Changes, Jan-2025. Source: PNGX, KB Economics.

PNGX Market Performance

Activity on the PNGX commenced the
year on a strong note, with 1.2 million
units of stocks exchanged during
January, a +76% increase from the
previous month, but 20% lower than

Aussie weakness pushing PGK/AUD towards 0.4000
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Figure 1.3 PGK/USD and PGK/AUD exchange rate, Dec-24 to Jan-25. Source: Bloomberg, KB Economics.
Gains/Losses
. |
-15% -5% 5% 15%
the corresponding period in 2024. The
increase is no surprise, as momentum in
the market normally peaks around this
time each year ahead of the full-year
earnings season.
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PNGX Market Announcements

PNGX and SPX
strengthen partnership

PNG's National Stock Exchange
(PNGX) signed a Memorandum of
Understanding (MOU) with Fiji's South
Pacific Stock Exchange Pte Limited
(SPX) in Suva, Fiji. This is an agreement
to explore opportunities in technology
sharingandstrengthening partnerships,
which underscores the parties’ shared
vision of creating robust, efficient,
and inclusive capital markets in both
countries and the South Pacific region,
while retaining their commercial and
local identities and operations. In the
future, this may present opportunities
for retail customers in the respective
jurisdictions to access the capital
markets for investment opportunities.

Newmont expects $425 million in
gross income from the sale of the
Porcupine operation

As part of its ongoing divestiture
program, Newmont Corporation has
agreed to sell the Porcupine operation
in Ontario, Canada, to Discovery Silver
Corporation for $425 million.

Newmont expects to close this
transaction in the first half of this year,
after certain conditions are satisfied,
including regulatory approvals. The
transaction includes the following:
$200 million in cash, $75 million in
equity (Discovery shares), and $150
million in deferred cash—commencing
on December 31, 2027.

Domestic debt market

The Treasury bill (T-bill) auctions in
January 2025 marked a positive start to
the year, with yields across all tenures
maintaining a strong position after
reaching a peak in December 2024.
The 182-day and 1-year (364-day)
papers had hit their highest yields for
2024 at 5.72% and 8.65%, respectively,
while the 273-day paper saw its peak of
6.44% in November.

At the end of January, yields increased
across all tenures except the 1-year
paper, which dropped 15 basis points
(bps) to close the month at 8.50%.
However, this rate represented an
increase of 506 bps compared to
January 2024. On average, yields
across all papers have risen by more
than 400 bps from the levels seen in
January 2024.

The auctions held in January were
notably oversubscribed for the first

time in three months, with a total of
K1,825.32 million (K1.83 billion) raised
from K2,475.63 million (K2.48 billion) in
bids received. The 182-day paper was
the most successful, with nearly 100%
of the bids being accepted

While the oversubscription level in
January was -45.90% lower year-on-

Santos reports 10% growth in Q4
sale revenue

Santos Limited (STO) reported strong
results in Q4, with sales revenue up
10% to $1.4 billion from the previous
quarter, while achieving an operating
cash flow of $430 million, compared
to $400 million in Q3. This was largely
due to higher production in crude oil,
condensate, and LNG, which offset
lower average realized prices across
the portfolio.

BSP appoints new Group CFO and
Chief Auditor

BSPFinancial Group Limitedannounced
this month that it has appointed Mr.
Glen Skarott as Group Chief Financial
Officer (CFO), replacing Ms. Maryann
Lameko-Vaai, who has been appointed
as Group Chief Auditor (CA).

year, the amount raised was +41.08%
higher than in January 2024, indicating
that the government had more room to
accept bids despite the high yields.

As yields continue to remain relatively
high, strong demand for government
securities is expected, although a
cautiously optimistic outlook prevails.

JANUARY 2025 - TREASURY BILL AUCTION RESULTS

TERM (DAYS) 63 91 182 273 364
TOTAL
Weighted Average Yield 0.00% 4.00% 5.73% 6.46% 8.50%
Amount Offered 0.00 35.00 120.00 120.00 1,412.18 PGK1,687.18
Bids Received 0.00 50.00 203.81 150.00 2,071.82 PGK2,475.63
Successful Bids 0.00 35.00 203.01 135.00 1,452.31 PGK1,825.32
Over/Undersubscription 0.00 15.00 83.81 30.00 659.64  PGK788.45
Over/Undersubscription Rate - 42.86%  69.84%  25.00% 46.71% 46.73%
Success Rate — 70.00% 99.61% 90.00% 70.10% 73.73%
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Commodities

Cocoa

Global cocoa prices gradually eased off
during January, opening at US$11,675/
mt before closing out the month at
US$10,987/mt, a drop of -5.89% to
close out the month. Price levels are still
30% higher than three months ago, but
the volatility during January suggests
that there could be price corrections
due to continued weather patterns and
consumer behaviours.

Coffee

Global coffee prices climbed by 18%
during January, with the expectation of
lower Arabica production causing price
volatility in the market. Coffee prices
closed the month trading at historical
highs of US$3.78/lb. Even though
leading coffee producer, Brazil, has
had favourable weather since a severe
drought last year, the upcoming crop
season is forecast to be 4.4% smaller
than previous, according to Brazil food
supply agency Conab. Given these on-
going supply constraints, we expect
coffee prices to remain elevated.

Gold

Gold prices closed out January above
US$2,800 per ounce, which was an 8%
increases m/m, and almost 40% above
price levels from 12 months prior.
Since late 2024, tighter US monetary
policies (higher interest rates) has
exerted pressure on gold. However,
this has been countered by Chinese
demand, with lower deposit rates and
expectations of currency depreciation
making at an attractive investment for
Chinese households.

US$/mt

US cents/lb

US $/0z
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Figure 3.1 ICCO Global CocoaPrices, Oct-2024 to Jan-2025. Source: ICCO, KB Economics. Cocoa
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Figure 3.2 ICO Global Coffee Prices, Oct-2024 to Jan-2025. Source: ICO, KB Economics. Coffee
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Figure 3.3 International Gold Prices, Jan-24 to Jan-25. Source: Reuters, KB Economics.
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Disclaimer

General Disclosure

This report is for our clients only.

All information contained herein is
obtained by Kina Funds Management
Limited (KFM) and/or Kina Group of
Companies (Kina Group) from sources
believed by it to be accurate and reliable.
Whilst every care has been taken in

the compilation of this Report and all
information is believed to be accurate,
No liability is accepted by KFM and/or
Kina Group or its subsidiaries, or any of
their officers, employees or agents for
any errors or omissions in this Report.

All information is provided “as is” without
warranty of any kind and KFM and/

or Kina Group, in particular, makes no
representation or warranty, express or
implied, as to the accuracy, timeliness,
completeness, merchantability, or
fitness for any particular purpose of
any such information. Opinions and
recommendations are subject to change
without notice and cannot be relied

on without independent confirmation.
This report is not an offer to sell or the
solicitation of an offer to buy any security
in any jurisdiction where such an offer or
solicitation would be illegal. It does not
constitute a personal recommendation
or take into account the particular
investment objectives, financial situations,
or needs of individual clients. Clients
should consider whether any advice

or recommendation in this report is
suitable for their particular circumstances
and, if appropriate, seek professional
advice, including tax advice. The price
and value of investments referred to

in this research and the income from
them may fluctuate. Past performance

is not a guide to future performance,
future returns are not guaranteed, and

a loss of original capital may occur.

Fluctuations in exchange rates could
have adverse effects on the value or
price of, orincome derived from, certain
investments. Certain transactions,
including those involving futures,
options, and other derivatives,

give rise to substantial risk and are
not suitable for all investors.

This document is confidential and
intended only for authorised clients
of KFM and/or Kina Group.

Conflict Disclosure

KFM and/or Kina Group, its Directors,
officers, employees or agents may own
shares in the Companies stated in this
Report, but under no circumstances shall
KFM and/or Kina Group have any liability
to any person or entity for (a) any loss

or damage in whole or in part caused

by, resulting from, or relating to, any
error (negligent or otherwise) or other
circumstances or contingency within or
outside the control of KFM and/or Kina
Group or any of its Directors, officers,
employees or agents in connection with
the procurement, collection, compilation,
analysis, interpretation, communication,

publication, or delivery of any such
information, or (b) any direct, indirect,
special, consequential, compensatory,
or incidental damages whatsoever
(including without limitation, lost profits),
even if KFM and/or Kina Group is
advised in advance of the possibility of
such damages, resulting from the use of
or inability to use any such information.
Past performance of Companies
reviewed herein are not, and should
not be held as indicators of the of

the entities future performance.

The information contained herein

is, and must be construed solely

as, statements of opinion and not
statements of fact or recommendations
to purchase, sell or hold any securities.
KFM and/or Kina Group may seek to do
business with companies mentioned

in research reports. Accordingly, KFM
and/or Kina Group employees and/

or directors may have a conflict of
interest. Investors should be aware of
this potential for conflicts of interest,
and should consider KFM and/or Kina
Group research reports as just one
aspect of their investment decisions.



